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larly the case in the New York and Alleghany divisions, where trains had to be moved over grades that ranged from 0.8 per cent to 1.5 per cent. With a view to improving these parts of the system and thus relieving the congestion, the company decided to build two low-grade branches, or extensions; one of them forty-two miles in length in the New York division, and the other thirty-three miles in length in the Alleghany division. These branches subsequently became known as the Erie & Jersey and the Genesee River railroads.
In order to provide funds for this new construction, the directors authorized the issue of Erie convertible bonds; but before the work had been long under way, financial conditions became such that the bonds could not be sold at prices that would warrant their flotation. Meanwhile, contracts had been made for a large part of the construction material and some of it was already on the ground. In 1905, after the company had spent about $1,500,000 on the projected extensions, work was temporarily suspended for lack of funds. Mr. Harriman then proposed that the new lines be organized as independent companies, subsidiary to the Erie, but separate from it. They could then issue their own first mortgage bonds, at an attractive price, and earn the interest on them by leasing the roads to the Erie when com-